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Customer Care &
Field Force

Management Project

November 14,2002

Today, | would like your approval for $15 mllion for funding the Customer
Carelnformation System project for the year 2003. Currently, our total cost
estimateis$70 million for both capital and operatingexpensefor this4 1/2
year project.
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Customer Cgre & Field Force
Management

Building the Foundation for Customer Care

Firs | would liketo review where we have been.

+We darted looking in 1995 at various alternativesto replacing our
systems. As someof you might recall, we were headed down the
path of installing Anderson Consulting - Customer | software. We
determined the cost was moving in excess of $120 million and the
risk of abig bang implementation wasto highand decided to stop the
implementationand look for other aternatives.

+Leveraging off of the analysiscompleted with the Customer/1
project, adecision was madein 1999 to begin aprocess we called
Functional Migration. Our first priority wasto stabilize, re-engineer
our system and preparefor unbundling.

+After evaluating many alternativeswe decided to implement SPL
World Group software. The credit and collections project was
completed this year to provide annua savings of $2-3 million through
adirect impact on bad debt.

» The SPL software packageisutilized by utilitiessuch as
Philade phiaGas Works, TXU, Pacific Gas & Electric, to name a
few. (45 companiesrun SPL software).




WP (F-4) 4 11117

Customer Care & Field Force
Management
Building the Foundation for Customer Care

Customer Care Field Force
Managemant Management
329M

I would now like to review the next steps of function migration

* In the 2002 Chartwell CI SSurvey, 65% of large utility respondents
indicatethey currently areor havein the past t wo years upgraded their CIS

system.

*Also of note, only 11% of the respondents indicated that their CISsystemis
over 20yearsold - oursisover yearsold. 1/3 of respondentsindicated
that outdated technology was also a key driver in upgrading C| S systems.

* Providingbetter customer serviee isthe number one driver mentioned by
98% dof respondents. Thisisfollowed closely by increasing CSR efficiency
and reducing costs. These are exactly the same reasons at thistimefor

Nicor.

« Customer Care Management - Will support the transformation of our call
center to a modern, standard CI S platform.

<Field ForceManagement - will provide Standard, mobileterminalsfor all
field personnel

-Extensive analysisand planning has begun. We would anticipate compl eting
thisrelease of the project over a2 1/2 year timeframe.
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Customer Care & Fieid Force

Management
Building the Foundaiion for Customer Care

Billing $19M

Customer Care Field Force
Management Management
$29M $17M

« Completion of our Customer Care M anagement migration will
involvetheimplementation of the SPL Billing module. Thiswill
take approximately two year sbeginningin 2005 and an
additional $19 million.
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Customer Care Project Spending

($ millions)
Capital Dollars

Customer/1 Analysis $5.5
Stabilize, Re-engineer, Unbundle $16.0
Reease 1 (Credit) $8.6

Release 2
Cugomer Care $29.0
Fidd Force Management $17.0
Reease 3 (Billing) $19.0
Total Spending $95.1

Expected Benefits $5.5-% 7 million per year

The total cost of our project is $95 mitlion. The
remaining releases will total $65 million over this 4-5
year period. An additional $5 million of Operating
Expense will also be required.

Expected Benefits for the investment of $95 million is
$5.5 = $7 million per year. ( Doesn't include $,R, & U)

Data provided by Utilities International, Chartwell and
Accenture; compares Nicor project cost to other
companies

Overall costs we are in middle of the group. This
despite the extended duration and increased
integration costs given a functional migration

approach over 6 years vs. a big bang over two years.
Overall costs range from XXXXX to XXXX

Our approach provides:
+ Less implementation risk,
*Has aliowed us to stabilize our environment
* Improve our project management capabilities
» Control scope creep that caused us to stop C/1

* Prepare the organizationfor significant change
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The $15 million | haverequested isfor fundingfor the
year 2003.

We haveincluded another $1.5 million of operating
expensein our year 2003 budget for thisproject.

Wewill keep you updated on our progressand return
for approval later thisyear for fundingfor future
years.
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Nicor Gas Company
Customer Care Systemns Executive Summary
November, 2002

|. Customer Care Information SystemsProject (CCISP)

Whenderegulation wasoccurringin Ilinois, Nicor was faced with making significant changesto its 30-year-old
legacy CISsystem In 1997, | S partnered with the Customer Care organizationto sponsor a Cl S replacement
project. A feasibility study and a partial design were completed with the intention of implementingthe Customes/t
application. However, dueto increasing project costs, risks to the businessinherent with a*big bang™ approach, and
an uncertainfuturefor the chosen package moving forward, the project was terminatedin August 1998,

After the Custorner/1 project termination, astrategic review of Nicor’s CI S gpproach was conducted. Asaresult of
that strategy engagement, it was determined that a two-pronged approach to our ClSinitiativeswas needed. This
aternative would position Nicor to meet unbundling requirements on the upcoming horizon, while improving the IT
infrastructure and capabilities (see di agram ).

1) We had to work within the current legacy CIS system
fei to providefunctionality for the Customer Select
DeCE lon Tree proen program. This not only included adding " unbundling”
{;:; E:cj capabilities, but al so required performing some
"stabilization™ tasksto compensatefor time that we had
been focused on Customer/] and not performing
upgrades on our legacy applications. Further, it was
determined to "' reengineer' the legacy code while

Re-eagineer

@nm-—wwg .<:j

Loz Anjcsbunde adding functionality. “Reengineering” primarily meant
— segregatingthe codeto lay the foundation for functiona
‘ migration. This became known as CCISP — Customer
. Eauerisnal NEgration, Care Information %’ stems PrO] ect.
R e 2) A direction was established to “functionally
2 oo migrate" thelegacy ClSapplications. Dueto the high-

risk situation with moving to a new platform and totally
new system, it was decided to selectively replace CIS in pieces, dependingon the business case. Credit and
Collectionswould be first

The fizst year of the project focused on Stabilization. A number of quick hitswere completed substantially reducing
the number of returned gas hills, billing investigationsand dial cardsissued while increasing the number of
estimated reads and of f-cycle billing ability. Though these early successesadded businessvalue, the creation of the
project infrastructure proved to be the most valuable accomplishmentin the first year.

To support the quantity and quality of work that needed to be accomplished over thecourse of t he next two years,
Nicor needed to establish new Project Management disciplines.
Thiseffort resulted in the devel opment of robust Project
Management methodol ogiesand tools, software devel opment
lifecycles, and quality assurance and testing processes.

Individually these components stand aone, but together they
have become the basisfor the IS cultural transformationthat
needed to take place in order for Nicor to be successful duri ng
A P andin thefuture. (See diagram 2).
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In early 2001 our new project management practiceswere put to thetest. Aggressive goalswere set to implement
all of the full unbundlingreguirements, completethe remaining stabilizationand re-engineerimg tasks, and developa
new multi phase budget plan programall by the Springof 2002. Many questionedif this weorkload was feasible;
however, asit tumed out much morewas added
to the project team's plate before summer of
2001 wasover.

In addition to the CCISP project workload,
GSC expansion, Treasury equipment, AMR,
Nicor ServicesFixed Bill, and the Charge Off
projects wereinitiated. These projects, along
with aBudget Plan programthat was much
more costly and time consumingt han originally
forecasted, added approximately 40,000 hours
into the overall Customer Careworkplan (e
diagram 3. Using our original budgeting
formula, this added $3.8 million in projectsthat
had to be staffed and compl eted in the same
timeframe, utilizingthe same resourcesas the

MDiagram 3] core CCISP projects.
| SUSCSSSENG— |

By March of 2002, nearly all of the CCISP projectt asks were completed on schedule and on budget. Thisincluded
approximately 10,000 projecthoursin preparationfor full unbundling. In addition, several other Customer Care
related initiatives (i.e. Fixed Bill, Treasury Equipment, AMR} were successfully implemented. The ability to
successfully eomplete thislarge number of concurrent projectswithin Customer Care was adirect result of the
newly pmject management environment. As stated in a Sponsor interview, ""we have surpassed our quality and
efficiency goal s through stabilization. Specifically, the SDLC, system testing and quality assurance have been key
driversin this success.""

The CCISP Initiative was asuccesson many fronts - it delivered needed functionality while developinga project
based culture that has already been the catalyst for change withinthe |S organi zation and many other Nicor
initiatives(i.e. BOFT}. Thefollowing statements made by the Sponsor Team sums up the value that this project
brought.

= This project has succeeded in delivering needed functionality to the business. At the sametime, it has been
successful In allowing employeesand the organization to devel op new capabilitiesto support future | T projects
and business changes.

= Thebenefitsof this cultura transformation have paid off. Nicor can now predict resourcesand results more
accurately. Sincethese best practiceshave yielded resultsin CCIS, several other projects are adopting them for
their projects.

= The$20 million spent on CCISP (OE and capital), whileasignificant figure, is an investment in the future
whiiemeeting the demands of the present. It has achieved both objectives. Our people arebetter prepared to
respond to businessdemands. And, we are well positionedfor more strategicchangesto replacethe legacy
applications.
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II. Credit & CollectionsProject

Also in late 2000, the beginningof the current functional migration strategy was initiated with the eval uation of
package solutions for Credit and Collections. Thisdirectionwas chosen after determining that the customer centric
view of the data, the foundation of the Credit Department's businessrequirements, wasfar too costly andri sky to
implement in the premise based legacy applications.

By spring of 2001, the Credit package evaluationvas down to two vendors. Though the original requirements
followed a*“best of breed" approachfocusing solely on Credit and Collections, by the time the decision was made
the scope of the evaluation was increased to consider both the immediatecredit needsas well asthe broader CIS
migration. With this new view of the criteria, SPL WorldGroup®s CorDaptix product was chosen as the best solution
for Credit and for replacing ether CIS componentsin later phases of Functional Migration.

After making the decision to invest in CorDaptix, further legacy re-engineeringtasks were scrutinized to determine
if it was prudent to invest in legacy technology given the opportunitiesCorDaptix presented. Thisactivity resulted in
cancellationor indefinite delay of over 40,000 hours of the re-engineering projectsacting under the premise that
Nicor would pursue replacing the billing system by 2005.

In August of 2001, afit assessment of CorDaptix was completed and ahigh-level implementation plan was created.
With the business case supported by annual reduction of $2-3millien in bad debt, the Credit Project wasthen
launched in late 2001 as & separate-initiativewithan estimated implementationdate in September of 2002 and atotal
cost of $10 million.

Nicor worked closely with our integrationpartners — Aceenture and SPL. Nicor provided 50% of the overall
resourcesfor thisproject. Weare pleased to report the successful implementati onof the Credit project on Labor
Day weekend —""on timeand on budget”. The Credit department is till in atransitionstate, but hasalready begun
toidentify and realize savings from the new environment.

Beyond CCISP-CISMigration

As successful as CCISP was, it also heightenedt he awareness of
the inadequaciesand issueswith the legacy CISsystem. Though
$20 millionsdollars were spent modifying out legacy
applicationsand devel oping an environment in support of this
platform, the gap between needed business requirementsand
system functionality remained the same. In fact, with the added
system compl exitiesof Fixed Bill and Budget Planthe gap is
wideningonceagain (See di agram4).

The Leadership Teamrecognized this gap and sanctioned a
project teamto pursuethestrategy and business case for
implementation of theremaining CorDaptix modules. As stated at
the Nicor Gas Board of Directors meeting in 2001 — “our decision
to approvethis (CCIS) project wasonly justified based on the
need to begin to functionally migrateof f our 30+ year old Diagram4 .
system.” -

1805 1999 1697 1986 1SR 2000 2001 2002 2003 2004 I00%

Several alternativesfor proceeding were considered. Original planscalled for three additional releases: 1) Bill
Ready (Bill Inveicing, AIR and Back Office); 2) Rate Ready (Bill Calc and Meter Reading) and 3) Field Orders
(including Meter Management). Costs in the range of $35-6¢ million were projected for the full CIS
implementation. It wasestimated that 20% of the functionality was implemented with credit and that 45% would be
implementedwith Bill Ready.
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In Augast 2002, Senior Management was interviewed to determinethe most important business drivers for making a
sequencing decision. The resultswere mixed with afocuson customer
satisfaction, meeting external demandsand fiscal management. A 3-4
year proposal was submitted to the CARE committeein September to Projected Costs
proceed with Bill Ready asthe next phase in gur CIS migration (sse Buliding the Foundation for e

di agram 3). The economicsfor such a proposa continueto be Gustomer Vatuo
negative given the significant infrastructure investment (+-$10 million)
required for whichever module isimplemented next. Continuingthe
migrationstrategy isstill apriority.

Asaresult of the CARE process, severa synergieswereidentified
with the Field Force Automation project proposed by the Operations
businessuits. The sequencing of the CISfield ordersimplementation
simultaneousto the Computer Aided Dispatching (CAD) upgrade and
Distribution departinent mobilization demonstrated many benefits,
including cost aveidance of $3-6 Ml i o in integration costs. The
project team was commissiored with validating these synergiesand
formulating several sequencing proposals.

| Diagram§s |
ah—

In early October, two primary alternativeswere compared and presented to management: Billing first and Field
Ordersfirst. (Note: Theteam recommended that the Bill Ready and Rate Ready phases be collapsed into one phase
to reducethe significant risk of "' pulling RA 120 apart".) Two additional alternativeswere documented as optionsto
support significant financial constraints. These options were rejected due to the increased long-termcosts, short-
terme change management impacts, and the delay in benefit realization.

' Recommended Approach
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|| Diagram 6 ['

Upon completionof the team's analysis, the Field Order first scenario was recommended. It providesthe best value
to support Customer Care and Employee Efficiency strategies. It aso mitigates several risks inherent with aBilling
first scenario. Overall costsare slightly higher and there isa delay in achieving cost reductionsfor the current
mainframeenvironment. Intheend, senior management supported the teams recommendation to combine the CIS
Migration and the Field Force Automation projectsinto a combined program — Customer Care & Field Force
Management.
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Customer Care & Field Force Management Program
The Customer Care and Fidd Force Management Program will bring many tangible
C. and intangible benefits to the company. Implementationwill last over a4-5 year
stomoir period, cost $70 millionand will involvetwo releases: 1) Customer Careand Field
Gare Force Management; and 2) Billing. The overall scopeincludes:
& Management ¢ Replacementof our 1968 Billing system;
E ¢ Replacement of our 1970's G S system;
erce ¢ Replacement of 8+ year old mobile hardware;
Fiow ¢ Upgradeof our CAD dispatching software;
#+ Mobilizationof all field workers with a consi stent mobile hardwareplatform;
+ Vighility for thecall center to ALL field activities;
4 New time-based appointment schedulingcapabilitiesfor all field activities;

+ Global workforce scheduling capability;

¢ Continued leverage of customer-centric foundation built with the credit project — specifically improved
handling of buildersand landlords;

4 "Off theshelf' ClSand Dispatching packages,

Minimal modificationsto readily support f ut ur e upgrades from the vendor;

¢ Reductionin required mainframe computingpower with afuture mainframe replacement.

4

Benefit Identification and Realization: Early identification of businessvalueindicatesadditional direct
departmental savings of $3.5-4 million per year will be achieved. Inaddition, many lessdirect benefits have been
identifiedas well asintangible benefits. Thesebenefit levelscan be achieved in a 7-year period. Economieshave
been calculated over a 15-year period The sequencing of these valuesare shown in diagram 7.

Sequenéing Options: Field Force Management First

Field Force. Field Orders and Call
Center First

. :us o Customer Satisfaction
awd Fiel Valueiin t tef
Aligns 3 of the 4 Change Mgmt
impz its
80% of Call Center on Cordaptix
i 2006 - il Pc o jew S

i 2 A/R

day i mpien «
w il suy timeframe - lower
bilisfrisk

Does not altow for Mainframe
Downsizing ir 006

I GALL CENTER Value

Visibility into all of Fleld for Call Center
Customer Appointment inprovements
“intuitive User Inserface for Call Center
«Landlord Agres

'Cﬂﬂsm Gustnmar Garttriclty

Mﬂblllza&ou of all Field along with new devices

{Comman Fiald Mgmt and Tools acrogs Ops, Distribution and Systam Ops
*Global Workforce Utllization

*Real-fime Crew Status
-Mobile Hardware Reliablli

BILLING Value
sUnisys T

Bllilng Flaxibility Enhancemams
«Payment Processing Improvemants
“improvad Biifing Quallty Assurance

nicor
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We have dso identified the appropriate metrics, which will driveredization of these benefits. A benefit realization
plan will be completed which will establishbasainemeasurementsand targets.

Intangible benefitshave not been quantified. Theseinclude interdepartmental synergiesand reductionin handoffs,
which areexpected to be achieved. We have aready learned from Credit and Collectionsthat there are mary hidden
benefits, which wereunseen prior to implementation. We expect that to happen with release 2 aswell.

Onekey intangible benefit, Customer Satisfaction, will eertainly beimproved. Itisdifficult & best to quantify its
valuein aregulated eavironment. Customerswill have improvedone-call resolutionfrom thecall center (accessto
moreinfo), improved time-based schedulingto better meet customer needs, etc. Indirect impact in sales of new
products and services and less scrutiny kom regulatorscould result as well.

Another key benefit not included in the economicsrelates to ongoing system maintenance. We believe that ongoing
enhancementsin the new piatform could be 1/3 the cost of making such changesin legacy. As we have averaged
nearly $3 million in enhancements annually, this could trandate into acost avoidance of $2 million per year.
Additionally, the synergy of combiningthe Customer Care and the Fidld Force Management projects will avoid $5-6
million of integration costs. None of these itemsare includedin the economicscalculated for this program.

Overall economicson this program show a negative NPV of {$25millien). Some additional itemsof note: This
doesn't include intangiblesor cost avoidance items mentionedabove. 1t doesinclude$6 million of mobile hardware
that will need to be replaced regardless of software and processchanges. The economicswere calculatedusinga 15
year life—the system should last even longer. The economicsonthii project continueto be negative regardiess of
whichapproach istaken. However, potential customer care, employee efficiency benefits, | T infrastructure stability
issues must be considered in the decision-making process.

Change M anagement: From a change management perspective, the alignment of threekey changesoccurs
together. 1) Customer Service Reps{CS8R’s) (and many others) impact due to a new ClSsystem and platform
change; 2) Field personnel due to achange in Field Force hardware change; and 3) Impacts on Dispatch and
Workload Admirn (and many others) due to new scheduling software impacts. Wewill have afocused approach to
change management and have already begunto preparethe organization for such changes throughihe Building Qur
Future Together (BOFT) initiative in the Distributionorganization as well asthe culture shift initiativewithin I T.
Nearly 1,100 employeeswill he impacted through this program, with over 7,000 training days planned. We expect
the cutaver for both releasesto occur at timesthat best fit the businesscycles, thus mitigating risk. We will look to
more modem approachesfor the development and dedlivery of training, t hus establishinganew model for thefuture.
This could include web-based training, and sthers methods. Note: The cost of peopletobe in trajning is not
included within the project costs. Trainingdevelopment and training ddlivery (ie. Trainers) isincluded.

Next Steps

The size of this project from a resource perspective is
significant, averaging 50 FTE’s, and pesking at near 80.
Interim steps include contract negotiation; value
finaizationand commitment; business reauirement
validation; and resourceplanning. As can be seen from
diagram 8, the workday efforts are significant and are
organized around a team structuresimilar to the structure
usedfor the credit project.

The project team is expected to be fully engaged
beginning in January 2003. Thisreleaseis expected to be
in productionin mid-2005. Planningfor the third and

Techincal I
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S
Envirenments
Hatearks
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final releaseis expected to begin in early 2005 and be ready for production in mid 2007.

That soundslike along way off. But given our functional migration approach, a three-phase approach seemsto be
the best at balancing financial impact while mitigating risks.

Critical Success Factors

Thesuccess of this program (on time/on budget) will be dependenton many factors.
Management of scope

Reliability of the purchased software

Technicd Integration methods{e.g. EAT}

Visible Sponsorship

Businessowner shi p and resource availability

Change management — breadth and support

Commitment to benefit realization

Focusonthe customer

. Consistent/imiform approach to al business units

10. Alignment from all business leaders

11. Ability to ramp-up/ramp-down as players change(inevitabie over 5 years)

12. Connecting with ALL hidden business units/processes — back officeespecially

CoOoNUTA~AWNE

Conclusion

Funding for thefollowing releaseswill be approved on an annual basis. (See Diagram 9). These numbers have not
yet been leveled.

Applization & 9:47?:
Functicna! Migration & 4 8 200
Duration § SR U

4832
5,940

14:&&451
556! %

- % 2970 §

Milestonesand accountability will be driven for each fiscal year. Funding for 2003 of $15 million capital has been
approved by FPC and ispending approval from the Board. The project team wili now begin its devel opment efforts.
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EXECUTIVE PRESENTATION
Nov. 11,2002
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»Objective of Meeting
»Review of Past Discussions
»Recommendation

»Next Steps

Nnicor
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Recommended Approach

Legacy

Scope

New
Platform

Field | Fieid

Center Orders Force

Bill
Calc

.........................................................................................

Field
| Orders

Field Force

Value Targats
Dispatch and Scheduler Consolidation
Resource Optimization ~ Grouping of Work
Refinement of AppointmentScheduling
Delivery on {ustomer Expecations
Efficient Location Based Scheduling (5FS)
Field Force Training Complexity

Field Owdors

Order Decisinn Process Automation
Landlord Agreement Automation
Builder Letlectians

Customer Centricity During Turn Ons

Call Center Training Cosmplexity

Field Force

Risks/Issues
Cultural Change in Field

Field Ovdens

Two Appiicariom

Integralion between SPEL and Legacy

Sall Senten

Call Back Reduction

Call Back Management

BQA Work Management

Complaint Management

Call Center Training Complexity

Cammon Call Center Llzer Interface

Reseurce Pooling for Custamer Contacts

Self Service Infrastructure

Company Wide Customer Contact #anagemert

Call Conter

Functional Migration Risk with A/R Calls
Training of Call Center Reps
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Cost and Value Proposition

Project Framework:
1. $75-77 million

2, 4 112 year implementation - 2 phases
3. Fuil CIS and Field Force Mgmt

Field Force First

1

2004

Value Proposition:

1. $55-62 million Bottom-line Savings {15 years)

2. $3-5 million Employee Efficiency per vear

3. Increased Customer Satisfaction generates
add’l employee efficiencies

- - m mr

Infrostructure §
Application §

Functional #igration §

i Duration §

8,934
10,517
924

3,568
16,514

880

830

Bottom-Line $
Employee Efficiency §
Customer Safisfection §

Biliing First

2003
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Infrastracture §
Application $
Functional Migraiion §
Duration §
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Field Force, Field Orders and Call

Center First

CALL CENTER Value

“Visibility into all of Field for Call Center
*Customer Appointmentimprovements
“Intuitive User Interface for Call Center

*Landlord Agreements

*Connect Customer Centricity

#IELD Value

*Mobilization of all Field along with new devices
:Common Field Mgmt and Tools across Ops, Distribution and System Ops
*GlobalWorkforce Utilization

*Reai-time Crew Status
‘Mohile Hardware Rali

T

BILLING Value

«Unisys Downgrade

=Bitling Flexibilily Enhancements
sPayment Processing improvements
simproved Billing Quality Assurance

1. Focus on Customer Satisfaction
and Field Value in next step
2. Aligns 3 of the 4 Change Mgmi

impacts

3. 80% of Call Center on Cordaptix
in 2005 - with Portal view of
Online A/IR

4, Delay billing implementation
untii summer timeframe - lower
bills/risk

5. Does not allow for Mainframe
Downsizing in 2005

Nnicor
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Sequencing Options: Billing First

Billing, A/R, and A/R Online Next Step

1. Least amount of Tunctional
migration’ costs

2. Meets Mainframe downsizing
window

3. Roll out of New Operations
Mobiie Devices with Legacy
CAD

4, Full value of Customer Sat and
Field Visibility defayed untif
2007

5, Next risk/issue dealt with is RA
system

6. 80% of Call Center Contacts on
Legacy until 20607

| (BILLING Valae ! : 7. !ﬁ&ew Work Godes. would not he

Unisys S narads implemented until 2007

Billing Flexibility Enhancements

«Payment Processing Improvements
simproved Billing Quality Assurance
pMobile Hardware Reliability

i L

I'l CALL CENTER Value

Visibility into all of Field for Calt Center
*Customer Appointment improvements
“Intuitive User Interface for Call Center
*Landlord Agreements

Connect Customer Centricity

FIELD Value

“Mobilization of all Field along with new devices
.Common Field Mgmt and Teols across Ops;
Distribution and System Ops

Global Workforce Utilization |
| Real-time Crew Status .

thay
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Next Steps

QOctober November Dec/Jan

Bpard

Nov 4t
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Cost/Value Categories

Cost Cateqories

1

Total Costs - Costs for complete implementation, assuming:
. 10% contingency on Workdays

Blended rate equal to Credit and Collections (50% Nicor Participation)
o 0% Contingency on Hardware and Software

infrastructure Costs — All Hardware and Software needed to develop
and impliement applications (CorDaptix and MDSI) - these costs are
independent of Phasing Approach —some of these costs are required
in the ‘do nothing’ also (mobile replacements)

Appilication Costs — Labor needed to design, code, test, configure
applications involved (including Legacy, CorDaptix, and MDSI)
Functional Migration Costs — Costs incurred from impiementing a new
CIS in Functional Phases (l.e. data synchronization, multiple test
cycles)

Duration Costs — Overhead costs incurred in the workplans from
implementing in excess of 3 years.

niCcor
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Cost/Value Categories

Value Cateqgories

1.

Bottom Line — Created by interviewing the key business owners

{(Field, Call Center, Credit and Collections, BQA) — these are the
reductions in Operating Expenses that can be achieved. (Validation
continues.)

Employee Efficiencies ~ Yet to be quantified, but have been captured,
this value category captures the ability for an employee to perform
work quicker and more accurately.

Customer Satisfaction — This category will not be quantified, but will
capture the benefits delivered to the Customer through more
accurate, timely, and efficient customer service.

NICOr
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Lreart ana voliections milestones

eam / Tasks St End m’é’:;“' Status Comments Au Else pd
onversion Team
Data Mapping % 10742007 1173012001 Campiete [Maps signed off - with follow ups
Conversion Build/Test . Preom 31502002 Lomplete {Conversion Toolkit fully executed - outstanding Financial fsstg
Conversion Mocks/Fixit O W¥i52002 82002 Not Sitartad mﬁfj;l&%':::e Converslons Tested - 10% Target Times -
uitd Team
Conceptual Design @ 1072472001 1271502001 #/15/2002  Complete
Detailed Design . 2120 311512002 ¥202002 - Complete |Total 32 - 32 Complete- 100%
Programming Specifications . w002 ainzenz 422002 Complele [Total 158 - 158 Complete - 100%
Programing/Unit Test ‘ MB002  5N72002 Complete | Total 238 - 238 Complete - 100%
usiness/Test Team o
Configuration . a0t RN Comglate |Ongoing Maintenance through Testing is required
Product Acceptance Test @ | oo amae oupom compaie |Multiple product reieases causing somas delays
Y Integration Test Preparation () | o s wizoez o Progress 5004 of Business Scenerios developed for Testing;
1 integration Test Execution ‘ 42002 812802 tn Progress | 2 g0 3 Weeks behind schedule- 50% Tested
2 System Test - Lagacy Do No Harm ° U002 BR002 Mot Stasted | Two System Tests Plarnad - beginning of June and August
3 OperationalReadiness O 8112002 92002 in Frograss| Full Voluma Operations start week of June 0th
hange Management Team
4 Business Procass Design . w00 312002 Complele | Process Waps Signed off by Call Center and Collections
5 Communication . @001 SM72002 in Progress
B Organizational Impact Assessment 8 aro07 17002 In Progress | Assessment Complete - 330+ End Users idantified
7 Training Development SHP2002  TH52002 In Progress] Core Training material being developed
B Training Delivery O -, ot Sart g;en(:gr‘l;rz?‘::‘% Delivery has significant overlap with ongoing Call
ech Team
E} HW/SW Acquisition ® |z 2o Complate
3 Build Envirorument Setup . 122008 212002 2202002  Complete
1 Build Support . 1M52002 512002 Complete
] Test Environment Setup Q sM/2002  BRf002 P ?uonnetl%g? product releases keep this task in progress - last release
3 Test Support ‘ BArROGZ  9/1/2002

Qperalional Readinass Setup. System Response Time Tuning
in Progress Qnagoing

81172004 227 M
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Billing System Replacement -
Where We Have Been?

Migration Piannin%
Credit Project |

Credit Selection]

-]
CCISP

cH Refoz:szsd

Customer Oneﬁ

Billing Study -L

1995 1996 1997 1998 1998 2000 2001 2002 2003

48]
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Stabilize

NEHANENEE aRREREREBRR

Decision Tree

Re-engineer

Unbundie

1720602

Continue As Is/Unbundie

Big Bang

Functional Migration

EZREREFUHEAEAR EN

QOutsource

4
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Legend:

* Stabilization &
Re-engineering

* Continue As Is

* Replace
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Requirements - Capability Ga

4 The Pace of Change
will continueto drive

new business
requirements

Therearenot any cost
justifiablesolutions
for closingthe gap

without replacing
mainframe

components

Complexity of recent
system
implementationshave
caused the gap to begin
to widen once again

1995 1996 1997 19%8 1999 2000 2001 2002 2003 2004 2005
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Porcent F

unctionality by

Credit &
Collect
20%

fCustomeryll
L Centric J

# Non-CIS project timelines may impact

sequencing decisions (i.e.. GAD
replacement}

L.ow Hanging Fruit: E-Care, Complaint
Mgmt, Great Plains
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Cost Componentis

* SPL/Oracle Licensing
* T Infrastructure

“GorDaptix
Development/interface

‘Lagacy
Development/interface

Conversion
‘Training

‘Business
Support/Change
Management

Project Infrastructure

Ppst Production/
Transition Costs
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Why Now?

2003-2006 Migr ation

Revenue

® Bed support for new products and services and Call Center
®  Cudome Centric
® Technology
® Hexihility
®  Hexibility to meet unknown opportunitiesand demandsin the early yearsof de-
regulation

& Best position for cost recovery and responseto potentia rate case

Probability for Success

®  Lower Project Risks- With the expected success of Credit we are in the best position
ever

% Change Management Focus

& Personnd in place
@ Patnars (SPL and Accenture)
@ BudnesandIT
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Why Now?

Costs
& Best NPV - Lowest Lifecycle cost - Supports CARE

3 0

e @

2003-2006 Migration

@ Benefitsrealized earlier

& Full utilization of infrastructureinvestment

® Moretimely/less costly implementation of CIS businessinitiatives

& Moretimelylless costly compliance to mandated changes
Minimizeinvestment in legacy technology ($3-5 million per year)
Best Additional Investment - $5 million incremental per year for new system

| ntegrating non-CIS solutions (i.e. CAD replacement) will be less costly and less
complex

Contractual commitment for vendor software license costs
Market Conditions Favorable

Minimize ramp-up expense ($2-3 million)
® Existinginterna knowledgeand skills
& Integration partner resources

LSy v (-d) dM



Next Steps
- 45 Day Plan

@ Gain alignment with all Officers including Nicor Services

@ Determine potential sequencing with other IT Projects
@ Develop Economic AnalysisMode

® Further refine Cost Model and Implementation Plan

& Publish Draft Business Case

@ Incorporate into 2003-2005 Business Plans as appropriate

_
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